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Abstract— The mandatory implementation of Corporate 
Social Responsibility (CSR) under Section 135 of the 
Companies Act, 2013, has institutionalized a steady 
stream of private capital into India’s social development 
ecosystem. However, over a decade of empirical spending 
trends reveals severe structural, geographical, and 
sectoral disparities. Driven by compliance mandates and 
operational proximity, corporate capital flows 
disproportionately toward industrially advanced states 
and urban clusters. Conversely, socio-economically 
vulnerable areas—including aspirational districts, tribal 
belts, rural hinterlands, and climate-fragile regions—
remain chronically underfunded.  

This paper critically examines the limitations of the 
current proximity-focused and compliance-driven CSR 
paradigm. To reconcile corporate preferences with 
national equity goals, this study proposes an evidence-
based, need-driven allocation framework. By 
operationalizing objective multi-dimensional metrics—
such as district-level Multidimensional Poverty Index 
(MPI) scores, Human Development Index (HDI) 
parameters, Aspirational District rankings, and climate 

vulnerability indices—the proposed model enables 
corporate boards to target high-need intervention zones 
where social capital produces the highest marginal utility. 
Ultimately, the paper advocates for a fundamental shift in 
evaluating CSR performance, moving from input-based 
financial compliance to outcome-oriented metrics 
centered on spatial equity and long-term socio-economic 
impact.  
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1. Introduction 

The enactment of mandatory Corporate Social Responsibility 
(CSR) under Section 135 of the Companies Act, 2013, 
represented a watershed moment in India's political economy. 
By requiring qualifying companies to allocate at least 2% of 
their average net profits to specified social development 
causes, India became one of the first major global economies 
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to legally enforce corporate social expenditure. Over the past 
twelve years, this regulatory framework has successfully 
mobilized over ₹2.18 lakh crore into critical thematic sectors, 
including primary education, preventative healthcare, rural 
livelihoods, and environmental sustainability.  

While the statutory mandate succeeded in scaling financial 
commitments, it simultaneously highlighted structural flaws 
in capital distribution. CSR investments are overwhelmingly 
concentrated in corporate-dense and industrially developed 
states such as Maharashtra and Gujarat, driven by logistical 
feasibility, administrative ease, and brand visibility. In 
contrast, underdeveloped and landlocked regions—such as 
parts of North-East India, remote tribal corridors, and Union 
Territories—experience systemic neglect.  

This paper argues that the current "proximity-based" 
orientation of corporate philanthropy reinforces existing 
regional inequalities rather than reducing them. To address 
this challenge, the study outlines a strategic, evidence-based 
prioritization matrix designed to align private corporate 
capital with state development targets and localized 
community needs.  

2. Literature Review & Current Structural Imbalances 

2.1 The Proximity Paradox in CSR 

Section 135(5) of the Companies Act suggests that companies 
"shall give preference to the local area and areas around it 
where it operates" for spending CSR funds. While intended 
to foster local community goodwill, this clause has created a 
concentration of capital in industrial hubs and commercial 
centers. Regions with low corporate presence—which often 
coincide with high developmental deficits—are left out of 
corporate philanthropy channels.  

2.2 Empirical Disparities in Spending 

Empirical spending patterns demonstrate significant spatial 
imbalances:  

1. Regional Clustering: Industrially vibrant states 
absorb a disproportionate share of national CSR 
outlay, whereas economically lagging states receive 
negligible investments per capita.  

 

2. Urban-Rural Asymmetry: Capital is frequently 
directed toward accessible peri-urban areas where 

monitoring and reporting are straightforward, 
leaving remote tribal belts and hard-to-reach pockets 
underserved.  

3. Risk-Averse Philanthropy: Corporate boards tend 
to favor established, short-term project interventions 
over complex, multi-year developmental challenges 
in high-need geographies.  

 

3. The Need-Based & Equity-Driven Allocation 
Framework 

To transition from a compliance-centric paradigm to a 
strategic development approach, corporate entities and policy 
planners must adopt an objective, evidence-based allocation 
framework. This model evaluates geographic and community 
vulnerability across multiple empirical indicators before 
capital deployment:  

 

 

3.1 Key Indices for Evidence-Based Prioritization 

• Multidimensional Poverty Index (MPI): Utilizes 
district-level poverty metrics (nutrition, sanitation, 
housing, and schooling) to highlight acute 
deprivation beyond simple income metrics.  

• Aspirational Districts Metrics: Integrates NITI 
Aayog's tracking framework to channel corporate 
funds directly into identified high-priority districts.  

• Demographic Vulnerability: Prioritizes regions 
with high concentrations of marginalized social 
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groups, tribal populations, and persons with 
disabilities.  

• Ecological & Climate Fragility: Factors in 
localized water stress, environmental degradation, 
and climate vulnerability indicators to support 
sustainable rural livelihoods.  

4. Policy Recommendations & Implementation 
Mechanisms 

4.1 State-Level Facilitation & Nodal Coordination 

To mitigate operational risks for corporate donors in remote 
areas, state-level agencies—such as the Gujarat Corporate 
Social Responsibility Authority (GCSRA)—play a pivotal 
role. These entities bridge information gaps, identify local 
community needs, provide vetted execution channels, and 
aggregate corporate resources for large-scale interventions.  
 

4.2 Leveraging the Social Stock Exchange (SSE) & ZCZP 

The recent integration of Zero Coupon Zero Principal (ZCZP) 
instruments under the Social Stock Exchange framework 
provides a regulated, transparent platform for deploying 
philanthropic capital. By allowing companies to channel 
mandatory CSR outlay through standardized social financial 
instruments, corporate funds can reach accredited Non-Profit 
Organizations (NPOs) working in underserved geographies 
with enhanced governance and mandatory social audits.  

4.3 Redefining Success: Input vs. Outcome Metrics 

CSR success must no longer be benchmarked solely by 
financial utilization rates (i.e., percentage of 2% mandate 
spent). Corporate governance frameworks must shift toward 
outcome-oriented key performance indicators (KPIs):  

• Geographic Equity: Percentage of CSR capital 
deployed in high-need/aspirational districts.  

• Targeted Beneficiary Reach: Measurable 
improvement in health, education, and livelihood 
parameters among vulnerable demographics.  

• Systemic Gap Closure: Contribution toward long-
term regional development targets.  

5. Conclusion 

Twelve years of mandatory CSR in India have established 
corporate capital as a vital driver of social development. 
However, achieving balanced regional growth requires 
evolving beyond a compliance-driven, proximity-bound 
model. By adopting a need-based, equity-driven framework 
grounded in objective developmental metrics, corporate India 
can direct resources to where they are most urgently needed. 
Aligning private social capital with spatial equity imperatives 
will ensure that CSR serves as an effective mechanism for 
inclusive socio-economic growth across the country.  
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